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KEY ECONOMIC INDICATORS: BURMA 


All values in U.S. $ million 
and represent period averages 
unless otherwise indicated 


Exchange Rate 

FY 1978 U.S. $1.00 = K 7.1842 

FY 1979 U.S. $1.00 = K 6.7846 1/ 

As of January 1, 1980 1979— 
U.S. $1.00 - K 6.4541 


2/ 


% Change— 1/ 


1980— 


INCOME, PRODUCTION, AND EMPLOYMENT 


GDP at Current Prices 4,547 

GDP at Constant (FY 1970) Prices 1,809 2,044 

Per Capita GDP, Current Prices ($) 129 139 

Per Capita Income, Current Prices ($) 148 

Gross Domestic Investment 491.9 891.8 

Industrial Production Index 128.7 
(FY 1970 = 100) 

Output per Worker 243 271 
Constant (FY 1970) prices ($) 

Labor Force (in thousands) 12,640 12,940 


MONEY AND PRICES 


Money Supply 3/ 975.3 1,220.4 18.2 

Interest Rate (Union of Burma Bank) 8 8 0 

Wholesale Agricultural Price Index 249.74 222.14 (-) 11.1 
(1972 = 100) 

Consumer Price Index, Rangoon 249.69 234.57 . (=). 61 
(1972 - 100) 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange nibiewane! 114.4 147.7 29.1 
External Debt— 499.4 668.6 33.9 
Debt Service Ratio 20.0 20.3 2.5 
Balance of Payments, , - 10 9 190 
Exports, Mainly FOB- 205.6 273.1 32.8 
U.S. Share 3.6 11.8 227.8 
Imports— 307.3 435.3 41.7 
U.S. Share 7/ 29.3 31.9 8.9 
Main Imports from U.S.— 
Capital and transport machinery and equipment; petroleum industry machinery 
equipment; spare parts; chemicals and pharmaceuticals. 


1/ 


— Burmese fiscal years; April 1 - March 31 unless otherwise noted. 
— Percentage change calculated on the basis of local currency statistics. 
3/ 

4/ 
5/ 
6/ 


Currency in circulation plus demand deposits. 
End of period, 
Outstanding (disbursed). 


Calendar vears. 


v/ 


Values of imports from the U.S. by commodities not available. 





SUMMARY 


Spurred by a record paddy harvest, the Burmese economy grew 
an estimated 6.7% in real terms in fiscal year 1978/79 
(April 1 - March 31). The output of most other crops also 
increased, easing the supply situation and bringing consumer 
prices down. Production of teak rose by 20%, owing to World 
Bank and ADB timber extraction projects, and receipts from 
teak exports jumped from $60 million in 1977/78 to $100 
million, offsetting a decline in rice exports. Burma's 1978/ 
79 petroleum production reached 10.5 million barrels (28,770 
bpd), outstripping its refining capacity. In mid-1979 

Burma contracted to sell one million barrels of this excess 
crude to Mitsubishi of Japan. The FY 79 balance of payments 
showed a small surplus and foreign exchange reserves grew for 
the first time in several years. The outlook for FY 60 is 
good, with real growth expected to be close to 6%. Prices 
are rising somewhat but the inflation rate for the year 
should remain below 10%. The FY 80 balance of payments will 
show a hefty surplus, due in part to exports of 700,000 tons 
of rice. In light of the satisfactory economic performance 
of the last four years, it appears that Burma's economy is on 
the path to steady, sustained growth. 


Although Burmese Government officials have been maintaining 
since 1977 that they are prepared to entertain proposals for 
joint venture-type arrangements with foreign firms, the 
government has not yet issued guidelines or formulated an 
investment code. It will therefore be some time before any 
real opportunities exist for U.S. firms to invest in Burma. 
The best prospect for U.S. sales to Burma continues to be 
heavy equipment and capital machinery of all types, but there 
are also opportunities for sales of a broad range of other 
products, mostly in connection with World Bank=- and ADB- 
financed development projects. United States firms interested 
in pursuing these opportunities are urged to become familiar 
with World Bank and ADB procurement procedures. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Economic Growth and Domestic Production 


Because of a good rice growing season, the Burmese economy grew 
an estimated 6.7% in real terms in fiscal year 1978/79 

(April 1 - March 31). This was the fourth consecutive year 

in which the country achieved an increase in its rate of 
growth. Another important indicator, the ratio of fixed 
capital investment to GDP, reached 15.6%, compared to only 

7% in 1974/75. With an increase in GDP of close to 6% 
projected for fiscal year 1979/80, it appears that the Burmese 





economy has overcome the stagnation of the late sixties and 
early seventies and is on the path to steady, sustained 
growth. Observers attribute the turnaround primarily to 

the policy changes implemented since 1975/76, which have 
included the commercialization of the state-run corporations, 
the introduction of a new bonus scheme for workers, and an 
effective tax reform. 


The output of the all-important agricultural sector (which 
accounts for 40% of GDP) rose by 7.9% last year, due primarily 
to the spectacular 11% increase in paddy production. The 
record 1978/79 harvest of 10.3 million long tons is attri- 
butable to ideal weather conditions and to the government's 
program to expand the cultivation of high-yielding varieties 
of paddy. The output of most other crops (including pulses, 
cotton, sugarcane and tobacco) rose modestly, while production 
of both sesame and jute showed dramatic increases. The 1979 
monsoon arrived late, causing a drought in the central dry 

zone where sesame, cane, and cotton are grown. Before the 
harvest began,the government was claiming that the damage 

to the paddy crop would be largely offset by the increased 
yields realized under the High Yield Variety Program. More 
recent, unofficial reports have been less optimistic. No 
official 1979 paddy production figure has been released but 

an estimate of 9.5 million long tons appears realistic. 


Approximately 80% of the world's teak reserves are located in 
Burma and teak is the country's second most important export 
(after rice). Production of teak increased by 20% in fiscal 
year 1978/79 to 380,000 cubic tons, a marked improvement but 
still below the production levels achieved prior to World 

War II. Both the World Bank and the Asian Development Bank 
are currently financing projects to improve timber extraction 
and cut the time it takes to transport the logs from the 
forest to the port of Rangoon. Transport time from the 
project areas has already been reduced to several months, but 
extraction methods in other areas are still primitive and 
transportation bottlenecks can delay logs in transit for 

2-3 years. Teak exports last year earned $100 million compared 
to $60 million in 1977/78, offsetting the decline in rice 
exports and setting up a balance of payments surplus, 

In today's market Burma can sell as much teak as it can 
produce and the development of this lucrative resource will 
therefore remain a high priority. 


Burma possesses abundant mineral resources and is one of the 
few LDCs that are self-sufficient in energy. Crude petroleum 
production was estimated at 10.5 million U.S. barrels for 
fiscal year 1978/79, up 10% over the 1977/78 output. Natural 





gas production reached 12,638 million cubic feet. The 
invitation to foreign oil companies to bid for offshore 
exploration rights which was issued in November 1978 did 

not result in any contracts, reportedly because the govern- 
ment was asking excessively high data fees, but a new invita- 
tion could come at any time. Expenditure for onshore explora- 
tion activities by the state-run Myanma Oil Corporation more 
than doubled last year, reaching K460 million ($68 million), 
an indication that the government is seriously pursuing its 
target of producing 17 million barrels of oil by 1981/82. 
Burma's refining capacity, now about 26,000 barrels per day, 
will double when the refinery under construction at Mann comes 
on stream. In the meantime, with daily production averaging 
28,770 barrels per day in 1978/79, Burma has excess crude 
which it cannot process. In mid-1979 the government contracted 
to sell one million barrels of this crude to Mitsubishi of 
Japan. If petroleum production reaches the planned target 
level of 32,880 barrels per day this year, 2-3 million 
barrels of crude may be available for export. Burma also 
exports small amounts of heavy petroleum oil. Other minerals, 
particularly tin, tungsten, lead, zinc, antimony, copper and 
silver, are abundant in Burma but their exploitation has been 
hampered by security problems and outmoded plant and equip- 
ment. In most cases production is below the levels of the 
early sixties. 


The country's small industrial sector is primarily agro- 
based and accounts for only about 10% of GDP. Due to the 
increased supplies of agricultural commodities, the sector 
grew by almost 10% last year, compared to only 5.7% in 1977/78 
when the crops were not as good. Under the Third Four-Year 
Plan (1978/79 - 1981/82) the growth target for the industrial 
sector has been set at 12.2% per annum. It appears unlikely 
that this goal can be achieved given the stagnation of the 
private sector which still accounts for 50% of industrial 
value-added. In 1977 a law defining the rights of private 
enterprises was passed by the Pyithu Hluttaw (People's 
Parliament) but it is still too early to tell whether this 
law will encourage new investment in the private sector. 


The free market continues to flourish in Burma side by side 
with the official market. Official imports of consumer goods 
are negligible and many of the articles for sale on the 

free market (ranging from car parts to toothpaste) are 
smuggled in from Thailand. Other commodities, such as rice 
and cement, are produced in Burma but diverted from official 
distribution channels. To pay for the consumer goods from 
Thailandunknown quantities of jade, precious stones, rubber, 
tin, and other products (not to mention narcotics) leave the 
country illegally each year. This illicit trade does meet 

a real demand, but it also deprives the government of 





significant revenues from the export of some of the country's 
more valuable commodities. Over the last few years the gap 
between official and free market prices for essential goods 
has narrowed considerably, reflecting improvement in the 
government's production and distribution networks, but the 
free market will continue to play an important role in the 
Burmese economy for the foreseeable future. 


Money and Prices 


Consumer prices are measured by the Rangoon Consumer Price 

Index (CPI) which is calculated from a "basket" of free and 
official market prices, of which rice and cooking oil are the 
most important. According to the CPI, consumer prices declined 
in FY 1978/79 for the second year in a row, due to the conserva- 
tive fiscal policies of the preceding years and the improved 
commodity supply situation. The money supply, however, was 
expanded by 18% in FY 1978/79, in part to pay for the 
unexpectedly large amounts of paddy purchased by the govern- 
ment. As a result, prices began to move up in 1979 and the 

CPI will probably show an inflation rate of about 9% when the 
1979/80 fiscal year ends. Nevertheless, the spectre of a 

return to the 20-30% inflation rates of the 1972-75 period 

seems to have disappeared and the demand for money is increasing. 


As of September 1978,public savings amounted to K850 million 
($125 million), 70% higher than the previous year. This 
increase is attributable to restored confidence in the system 
as well as to the interest rate of 8% on savings accounts 
which has been in effect since November 1977. In another 
development which strengthened the banking sector, the 
practice of making advance paddy purchases on an interest- 
free basis was abandoned and the state-run Myanma Agricultural 
Bank was authorized to grant loans to farmers to meet the 
seasonal liquidity crunch. A total of K800 million in 
agricultural credit was extended under the new program during 
FY 1978/79. 


External Sector 


According to the provisional figures, Burma's exports rose to 
approximately $300 million in FY 1978/79, but failed to reach 
the Plan target of $360 million. Due to the low level of 
procurement from the 1977 paddy crop, rice exports were down 
to about 300,000 long tons (valued at $56 million), half the 
1977/78 volume. The value of teak exports doubled to over 
$100 million, offsetting the decline in rice shipments to 

a large extent. Exports of minerals and ores rose sharply 

to over $30 million. Imports, primarily of capital equipment, 





jumped 35% to $590 million and the current account deficit 

hit $270 million. Loans from the World Bank, the Asian 
Development Bank, and bilateral aid donors continued to 

flow in, however, and the capital account showed a surplus 

of $265 million. Overall, the balance of payments registered 

a small surplus due to IMF Trust Fund Loans of SDR 22 million 
($28 million) and an allocation of SDR 7.3 million ($9 million). 
For the 1979/80 fiscal year, the balance of payments is 

expected to show a sizeable surplus due in part to rice 

exports of 700,000 long tons. 


After concluding stand-by arrangements in both 1977 and 1978, 
Burma did not need IMF balance of payments support for either 
FY 1979 or FY 1980. After several years of dwindling steadily, 
Burma's foreign exchange reserves (including gold) began to 
increase late in FY 1979 and by the end of the fiscal year 

in March stood at almost $150 million, which is equiv- 
alent to roughly three months of imports. At the end of the 
1980 fiscal year, reserves will amount to at least $200 
million, giving the government a comfortable cushion in case 
of export shortfalls. 


Burma disbursed almost $300 million worth of loans in FY 
1978/79, most of them long-term credits at soft interest 


rates. The debt service ratio (service payments as a per- 
centage of merchandise exports) is calculated at 20.3% for 
1978/79 and may be slightly higher for 1979/80, but most 
observers agree that the debt burden is still within manage- 
able limits. Burma has an unblemished repayment record 

and every reason to maintain its growing reputation as a 
good credit risk. 


IMPLICATIONS FOR THE UNITED STATES 
Investment 


At present, there is no private foreign investment in Burma. 
Officials of the Burmese Government have been maintaining 
since 1977 that Burma is prepared to entertain proposals 

from foreign firms for joint ventures on a "case-by-case 
basis}' but so far the government has not made a serious 

effort to attract private capital. There have reportedly 

been some general expressions of interest from foreign companies 
(not U.S.) in investment in the forestry and fishery sectors, 
but no specific projects are under discussion. The government 
has not even formulated an investment code, and since the 
chances of arriving at joint venture agreements without 

such legislation are minimal, it will probably be some time 
before foreign investment in Burma becomes a reality. It 

may be that the government is less interested in attracting 
private foreign investment now that the balance of payments 
picture is brighter and a foreign exchange crunch does not 





appear imminent. Nevertheless, any U.S. firm which is 
seriously interested in investment in Burma should make some 
initial approaches now rather than waiting for the announce- 
ment of an investment policy. 


Sales 


With Burma's imports growing rapidly, this is the time for 
U.S. firms to get into the Burmese market. United States 
exports to Burma, which amounted to about $32 million in 

1979, must increase in the next several years if the U.S. 

is to hold on to or expand its modest 5% market share. The 
best prospect for U.S. sales to Burma continues to be heavy 
equipment and capital machinery of all types, but opportunities 
for sales of a broad range of other products also exist, 
mostly in connection with World Bank- or ADB-financed develop- 
ment projects. Projects in timber extraction, agro-industry, 
irrigation, land reclamation, telecommunications, and out- 
port rehabilitation are all planned for the near future. 
Contracts will be awarded on the basis of competitive bids. 
Firms wishing to pursue these opportunities should familiarize 
themselves with World Bank and ADB procurement procedures and 
subscribe to those publications which list upcoming IFI 
projects. It would also be advisable for them to make contact 
with the executing agencies in Burma as soon as possible. 

By the time the tenders are issued,it is often too late to 

put together a competitive quotation. For more information, 
interested firms may request a copy of the report Doing 
Business with Burma from the U.S. Embassy, 581 Merchant 
Street, Rangoon, Burma. 


* U. S. GOVERNMENT PRINTING OFFICE : 1980--311-056/252 
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